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OATH OR AFFIRMATION

I, Brian Rupp , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting sci1edulespertaining to the firm of
Berthel Fisher& CornpanyFinancial Services, Inc. _ , as

of December 31 , 2018 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

MICH R.HARTZEU. S

Title

Notady Public

This report ** contains (check all applicable boxes):
2 (a) Facing Page.
2 (b) Statement of Financial Condition.
[] (d) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement

of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital._ (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

(j) A Reconciliation, including appropriate.explanation of the Computation of Net Capital Under Rule 15c3-1 andthe
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 1503-3.

} (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

[] (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment ofcertain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm

To the Boardof Directorsand Stockholder
Berthel Fisher& CompanyFinancialServices,Inc.

Opinion on the Financial Statements
We haveauditedthe accompanyingstatementof financialconditionof BerthelFisher& Company
Financial Services,Inc.(the Company) as of December 31, 2018, and the related notesto the financial
statement.Inour opinion, the financial statementpresentsfairly, in all material respects,the financial
positionoftheCompanyasof December31,2018,inconforrnitywithaccountingprinciplesgenerally
accepted in the United States of America.

Basis for Opinion
This financial statement is the responsibility of the Company'smanagement.Our responsibility is to
expressan opinionon the Company'sfinanoialstatementbased on our audit.We are a pubiicaccounting
firm registered with the Pubilo CompanyAccountingOversight Board (United States) (PCAOB) and are
requiredto be independentwith respect to the Companyin accordancewith U.S.federal.securitieslaws
and the applicablerulesand regulationsof the Securitiesand ExchangeComm(ssionand the PCAOB.

We conductedour audit in accordancewith the standardsof the PCAOB.Those standardsrequire that
we pianarid performthe audit to obtain reasonableassuranceaboutwhetherthe financialstatement is
free of material misstatement,whetherdue to error or fraud.The Company is not required to have,nor
were we engaged to perform,an audit of its internal control over financial reporting.As part of our audit
weare requiredto obtainan understandingof internalcontrolover financial reporting but not for the
purposeof expressingan opinionon the effectiveness of theCompany'sinternal control overfinancial
reporting.Accordingly,we expressno such opinion.

Out audit includedperformingproceduresto assessthe risks of materialmisstatementof the financial
statement,whetherdue to error or fraud, andperformingproceduresthat respondto those risks.Such
proceduresincludedexamining,ona test basis,evidenceregardingthe amountsand disclosuresin the
financialstatement.Ouraudit alsoincludedevaluatingthe accountingprinciplesused and signifloant
estimates made by management, as well as evaluating the overall presentation of the financial statement.

. We believe that our audit provides a reasonable basis for our opinion.

Ass us ur
We haveserved as the Company'sauditorsince 2003.

Cedar Rapids, Iowa
February 25,2019

THE POWEROFBEINGUNDERSTOOD
AUDIT| TAX lCONSULTING
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RSMUSLLPistheUS.memberfirmofR5Mintemational,agiobainetworkoffndependentaudit.tax,andconsultingfirms.Visttrsmus,com/aboutusformoreinformationsegantingRSMUSLLPand
R5Mintemational.



Berthel Fisher & Company Financial Services, Inc.
(A Wholly Owned Subsidiary of Berthel Fisher & Company)

Statement of Financial Condition

December 31, 2018

Assets

Cash and cash equivalents $ 3,102,225

Depositwith clearing broker 100,000
Due from clearing broker 831,185
Commissions receivable 337,945

Incometaxes receivable,parentcompany 264,375
Otherreceivables 891,079
Investmentsinsecurities:

Marketable,at fair value, cost of $19,425 1,755
Notes receivable 294,650

Property and equipment 18,479
Other assets 66,859
Goodwill 3,880,029

Total assets $ 9,788,581

Liabilities and Stockholder's Equity
Liabilities:

Commissions payable $ 815,424

Accounts payable and other accrued expenses, including affiliates 998,993

Deferred income tax liability, parent company 485,000
Total liabilities . 2,299,417

Commitmentsandcontingencies (Note 9)

Stockholder'sequity:
Common stock, no par value; authorized 250,000 shares;

issued and outstanding 195,069 shares 2,821,148
Series A cumulative,convertible preferred stock, no par authorized

50,000 shares; issued and outstanding 4,182 shares 300,142

Additional paid-in capital 9,407,749
Accumulateddeficit (5,039,875).

Total stockholder's equity 7,489,164
Total liabilities and stockholder's equity $ 9,788,581

See Notes to Financial Statement.
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Berthel Fisher & Company
Financlai Services, Inc.
(A Wholly Owned Subsidiary of Berthel Fisher & Company)

Notes to Financial Statement

Note 1. Nature of Business and Significant Accounting Policies

Nature of business:

Berthel Fisher & Company FinancialServices, Inc.(Company)is a wholly owned subsidiary of Berthei
Fisher& Company(Parent).The Companyis a broker-dealer registeredwith the Securitiesand
Exchange Commission (SEC) under the Securities Exchange Act of 1934 and is registered with the
CommodityFuturesTrading Commission(CFTC) as an introducing broker,a member of the Financial
IndustryRegulatoryAuthority (FINRA),Securities investorProtectionCorporation(SIPC) and the National
FuturesAssociation(NFA).The Company is a securities broker-dealer anda registered investment
advisor that sellsvarioussecuritiessuch as equity, fixed income,mutualfunds, insuranceand direct
investment products.

The Companyoperates underthe provisionsof Paragraph(k)(2)(ii)of Rule 15c3-3 of the Securities
ExchangeAct of 1934 and, accordingly,is exempt from the remaining provisions of the Rule. Essentially,
the requirements of Paragraph(k)(2)(ii)provide that the Companyclear all transactionson behalf of
customers on a fully disclosed basis witha clearing broker-dealer and promptly transmit all customer
funds and securities to the clearing broker-dealer. The clearing broker-dealer carries all of the accountsof
the customersand maintains andpreserves all related books and recordsas are customarily kept by a
clearing broker-dealer.

The Company is a fully disclosed broker/dealer. All trades aretransacted throughclearing brokers.

Significant accounting policies:

Cash and cash equivaients: The Company considers all highly liquid investments purchased with an
original maturity of three months or less to be cash equivalents. Cash and cash equivaients include
cash held by clearing brokers of $151,906 as of December 31,2018.

Deposit with clearinq broker: The Company is required to hold an introducing firm deposit in the name
of the Companywith its clearingfirm per the terms of the clearing agreement.

Receivables: Receivables from clearing broker and commissions receivabie primarily consists of
commissionand transaction-relatedreceivables.

Use of estimates: The preparation of financial statements,in conformity with generally accepted
accountingprinciplesin the United States of America,requiresmanagementto make estimatesand
assumptionsthataffect the reportedamountsof assetsand liabilities and disclosureof contingent
assetsand liabilitiesat the date of thefinancial statementsand the reportedamounts of revenuesand
expensesduring the reportingperiod.Actual resultscoulddiffer fromthose estimates.Significant
estimatesinciudethe goodwill impairmenttesting and the determinationof litigationaccruals.

Investmentsin securities: Investmentsin securities consistprimarilyof marketable and not readily
marketable equity securities. Security transactions are recorded on a trade date basis. Interest income
is accrued as earned and dividend income is recognized on the ex-dividend date.

Investments inequity securities with readily determinable fair values,are reported at fair value,which
are basedon quoted market prices for similar investments.For not readily marketableequitysecurities
where the quoted market valueof investments may notbe available, the fair value is estimated based
on information from the fund manager,including net asset value.
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Berthel Fisher & Company
Financial Services, Inc.
(A Wholly Owned Subsidiary of Berthel Fisher & Company)

Notes to Financial Statement

Note 1. Nature of Business and Significant Accounting Policies (Continued)

Notesreceivable: From time to time, the Companyprovides forgivable loans to certain registered
representatives primarily for recruiting and retention purposes, including assisting new registered
representatives in transition costs incurred moving client accountsto the Company.These loansare
recordedat facevalue at the timethe loan is made.These loansdo not bear interestandwill be
amortized over two to five years from the approval date. in the event a representative'saffiliation
terminatespriorto the term of the note, the representative is required to repay the balance of the note.
Forgivable loanstotaled $452,000 as of December 31,2018 with accumulatedamortizationof
$190,339 for the year ended December 31, 2018 included in notes receivable in the statement of
financiai conditlon.Amortizationexpense is included in commissionsexpense in the statementsof
operations. Other notes receivable consists of five notes valued at $32,989 that are being repaid by

former representatives.All ofthese notesreceivablehavea promissorynote signed by the former
representative.Management'sestimateof the allowanceis based.on the statusof the representative's
affiliation with the Company, includingthe representative'spayment history. As of December31,2018,
there is no allowance for uncollectible accountsassociatedwith these receivables.

Goodwili: The Company is required to assess goodwill for impairmentannually,or more frequently if
circumstancesindicate impairmentmayhave occurred. Managementperformsgoodwill testing as of
December 31, 2018. Using a quantitativeapproach,managementdetermined that as of December31,
2018, there was no impairment.

Incometaxes: The Company is included in the consolidated federal income tax retum filed by the
Parent.Federal income taxes are calculated as if the Company filed on a separate return basis,as the
amountof currenttax or benefit calculated is either remittedto or received from the Parent. The
amount of current and deferred taxes payable or refundable is recognized as of the date of the financial
statements, utilizing currently enacted tax laws and rates. Deferred tax expenses or benefits are
recognized in the financial statements for changes in deferred tax liabilities or assetsbetween years.

Deferred taxes are provided on a liability method whereby deferred tax assets are recognized for
deductibletemporarydifferences and operating lossand tax credit carryforwardsand deferred liabilities
are recognized for taxable temporary differences.Temporarydifferencesare the differencesbetween
the reported amounts of assets and liabilities and their tax bases. Deferredtax assets are reducedby a
valuationallowancewhen,in theopinionof management,it is morelikelythannotthatsomeportionor
all of the deferred tax assets will not be realized.Deferred tax assets and liabilities are adjusted for the
effects of changes in tax laws and rates on the date of enactment.

When tax returns are filed, it is highly certain that some positions taken would be sustained upon
examinationby the taxing authorities,while othersare subject to uncertainty about the merits of the
position taken or the amount of the position that would be ultimately sustained. The benefit of a tax
positionis recognizedin the financial statementsin the period duringwhich, based on all available
evidence, managementbelieves it is more likely than not that the position will be sustainedupon
examination,including the resolution of appeals or litigation processes,if any.As of and for the year
ended December 31, 2018, the entityhad no materialuncertaintax positionsthat are requiredto be
recorded.

Propertyand eguioment: Propertyand equipmentis stated at cost less allowances for depreciation.
For financial reporting purposes, depreciation is computed by the straight-line method over the
estimated useful lives.
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Berthe1 Fisher & Company
Financial Services, Inc.
(A Wholly Owned Subsidiary of Berthel Fisher & Company)

Notes to Financial Statement

Note 1. Nature of Business and Significant Accounting Policies (Continued)

Common stock: Inthe ordinary courseof business, the Parentof the Company has entered into
financingagreementsthat requireit to pledge the Company'scommonstock as collateral.This is not
treated as a deduction for net capitalpurposes.

Revenue recognition: Commissionrevenue and related expenses are recorded on a trade date basis.
The Company views the selling,distribution and marketing,or anycombination thereof, of Investment
productsto such clientsas a singleperformanceobiigationto the productsponsors. The Companyis
the principalfor commissionrevenue,as it is responsible for the execution of the clients'purchasesand
sales,andmaintainsthe relationships with the productsponsors.Advisorsassist the Company in
performing its obligations. Accordingly, total commission revenues are reported on a gross basis.

The fee revenues are generally earned based on a percentage of customer assets under management
or the balance of assets under custody.These fee revenues are collected on a monthly or quarterly
basis and are recognized over time as the services are provided on a gross basis.The performance
obligationof these services is satisfied over time and the related fees are recognized underthe output
method,which reflects the fees that the Company has a right to invoice based on the services provided
during the period.

Trailingcommissionsare earnedby the Companyfor providingongoingsupport, awarenessand
education to clients of its advlsors.These trailing fees are earned by the Company based on a
percentage of the current market value of clients' investment holdings in trail-eligible assets.As trailing
commissionrevenueis based on the marketvalue of clients'investmentholdings, this variable
consideration is constraineduntil the marketvalue is determinable at the endof the period, at which
point revenue is recognized.

Technology fees are fees charged to representatives for technology related services provided by the
Company.Representative fee revenues consistof errors and omissions(E&O) insurance andannuai
fee renewalamountsthatare collected in excess of expenses.The technology and representativefee
revenuesare recognizedon a gross basis over a period of time which servicesare provided.Clearing
firm interest earning accounts are fees received from the clearing firm based on an average cash
depositamount incustomer accountsandare recognizedat the end of each interestperiod.Other
revenue primarily includes funds received from sponsors for the annual seminar and is recognized at a '

point in time.

Fair value measurements: The Fair Value Measurements Topic of the FASB Codification applies to all
assetsand liabilltiesthat are measuredandreportedon a fair value basis.The fair value hierarchy
gives the highest priority to quoted prices in active markets for identical assets or liabilities (level 1) and
the lowestpriorityto unobservableinputs;(level 3). Inputsare broadlydefined underthis topic as
assumptionsmarketparticipantsavoulduse in pricinganassetor liability.The three levels of the fair
value hierarchy under this topic are described below:

Level1 Unadjusted quoted prices in active markets for identical assetsor liabilities that the reporting
entity has the ability to access at the measurement date.

Level 2 Inputs other than quoted prices within level 1 that are observable for the asset or liability,either
directly or Indirectly; and fair value is determined through the use of models or other valuation
methodologies.A significant adjustment to a level2 input could result in the level 2
measurement becoming a level 3 measurement.
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Berthel Fisher & Company
Financial Services, Inc.
(A Wholly Owned Subsidiary of Berthel Fisher & Company)

Notes to Financial Statement

Note 1. Nature of Business and Significant Accounting Policies (Continued)

Level3 Inputs are unobservablefor the assetor liability and include situationswhere there is little, if
any, market activityfor the assetor liability.The inputs into the determinationof fair valueare
based upon the best informationin the circumstances and may require significant management
judgment or estimation.

In certain cases, the inputsused to measure fair value mayfall into different levels of the fair value
hierarchy.In such cases,an investment's level within the fair value hierarchy is based on the lowest level
of input that is significant to the fair value measurement.The Company'sassessment of the significance
of a particularinput to the fair value measurementin its entirety requires judgment, and considers factors
specific to the investment. The following section describes the valuation techniques used by the Company
to measuredifferentfinancial instrumentsatfair valueand includesthe levelwithin thefair value
hierarchy in which the financial instrument is categorized.

Investments in securities traded on a national securities exchange are stated at the last reported sales
price on the day of valuation.Money market funds are stated at the net asset value (NAV) per share of
the fund and classified as level 1.The NAVis primarilydetermined based on the underlying assets and
liabilities held in the fund. There are no financialinstrumentsclassifiedas level 2 or 3.

There havebeen no changes invaluation techniques used for any assets measured at fair value during
the year ended December 31, 2018.

There were no transfers of assets between level 1,2and 3 of the fair value hierarchy during the year
ended December 31, 2018.

Accrued litigation contingencies:The Companyconsidersthe following factors in determiningwhether
accrualand/or disclosureof litigation contingenciesshould be made to the financial statement: 1) the
dateof occurrencefor the cause of action,2) the degreeof probability of an unfavorable outcome and
3) the ability to reasonably estimatethe amount of the loss.See Note9.

Recent Accounting Pronouncements: In May 2014, the FASB issued ASU 2014-09, Revenue from
Contractswith Customers. This standardoutlines a singlecomprehensive model for entities to use in
accountingfor revenue arising from contracts with customers and supersedes most current revenue
recognition guidance, including industry-specific guidance. In addition, the ASU provides guidance on
accounting for certain revenue-related costs including when to capitalize costs associated with obtaining
and fulfilling a contract.

The Company adopted the provisionson this guidance on January1,2018 using the modified
retrospective approach.The Company performed an assessment of its revenue contracts as well as
workedwith industryparticipantson mattersof interpretationand applicationandhas not identifiedany
materialchangesto the timingor amountof its revenuerecognitionunderASU 2014-09. The Company's
accounting policies wili not change materially since the principles of revenue recognition from ASU 2014-
09 are largely consistent with existing guidance and currentpractices appiled by the Company.

In February 2016, the FASB issued ASU 2016-02-Leases (ASC 842),which sets out the principies for the
recognition,measurement, presentation and disclosure of leases for both parties to a contract (i.e.
lessees and lessors).The new standard requires lessees to applya dual approach,classifying leases as
either finance or operating leases based on the principleof whether or not the lease is effectively a
financed purchase by the lessee.This classification will determine whether leaseexpense is recognized
based on an effective interest method or on a straight line basis over the term of the lease, respectively.A
lesseeis also requiredto recorda right-of-use assetanda lease liability for all leases with a term of
greater than twelve months regardless of their classification.Leases with a term of twelve months or less
will be accountedfor similar to existing guidance for operatingleases.The new standard requires lessors
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Berthel Fisher & Company -
Financial Services, Inc.
(A Wholly Owned Subsidiary of Berthel Fisher & Company)

Notes to Financial Statement

Note 1. Nature of Business and Significant Accounting Policies (Continued)

to account for leases using an approach that is substantially equivalent to existing guidance for sales-type
leases,direct financingleasesandoperating leases.ASC 842 supersedesthe previous leasesstandard,
ASC840.The standard is effectiveon January1,2019,withearly adoptionpermitted.The Companyhas
assessed the impact of adoptingthis standard will have on its financial statements and footnote
disclosures.As of January 1,2019, the Companywill notbe a partyto any lease agreementor contract
deemed to containa lease agreement under ASU 2016-02. The Company therefore anticipates no impact
of the newaccountingguidance for leases on its financial statementsor footnote disclosures.

inJanuary 2017, the FASB issued ASU 2017-04, /ntang/bles-Goodw/// and Other (Top/c 350),which
provides guidance to simplify the accounting for goodwill impairment.The guidance removes Step 2 of
the goodwill impairment test, which requires hypothetical purchasepriceallocation.A goodwill impairment
will now be the amount that carrying value exceeds its fair value, not to exceed the carrying amount of
goodwill.The Company will be required to adoptASU 2017-04 as of January 1, 2021.The Companyis
evaluatingthe impact of this standard.

Subsequent events: The Companyhas evaluated subsequent events for potential recognition and/or
disclosure through the date these financial statements were issued. The Company did not have any
material subsequent events as of the date of this report.

Note 2. Related Party Transactions

The Companyentersinto various transactionsandarrangementswith its Parent and affiliated companies.
The Companyhas a managementagreementwith its Parentin which the Company'sParentprovided
managementservicestotaling $3,458,000 for the year ended December 31,2018.

During the year ended December 31, 2018, the Company paid $423,537 to Commercial Power Finance
(a majority owned subsidiary of the Parent) for the use of office facilities. The Company'srental obligation
is monthto month.

The Company received $202,839 from Berthel Fisher & Company investments, for securities the
Companyreceived in legalsettlementsin 2018.

The Company received capital contributions from the Company'sParent in the amount of $1,015,645in
2018.These contributions were received in January,April and July respectively.

The Company paid $321,505 to an affiliate for license and user fees for the year ended December 31,
2018 includedin data processingin the statement of operations.

As of December 31,2018, the Company recorded a payable to affiliates of $120,738 recorded within
accountspayable and other accrued expenses,a receivable from affiliates for $175,592 recorded within
other receivables and an income tax receivable from the Company's Parent for $264,375.

In2015,the Company'sParententeredinto a forgivable MultipleDrawdownTerm LoanAgreement with
the Company's clearing broker. The agreement was entered into in lieu of a reduction in clearing fees to
the Company. The Companyreceived $177,161in 2018 from its Parentas compensationfor the
foregone reduction in clearing fees.
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Berthel Fisher & Company
Financial Services,Inc.
(A Wholly Owned Subsidiary of Berthel Fisher & Company)

Notes to Financial Statement .

Note 3. Notes Receivable

Notesreceivable as of December31,2018, consistof the following:

Various uncollateralized notes receivable due from brokers $ 484,989
Less accumulated amortizationof forgivable notes (190,339)

$ 294,650

Note 4. Income Taxes

The results of the Company'soperations are included in the consolidated tax returns of the Parent.The
entities included in the consolidated returnshave adopted the policy of allocating income tax expenseor
benefitbaseduponthe pro rata contributionof taxableoperating incomeor losses.

Generally, this allocation results in profitable companies recognizing a tax provisionas if the individual
company filed a separate return and loss companies recognizing benefits to the extent their losses
contributeto reduce consolidated taxes.Deferred income taxes have beenestablished by each member
of the consolidated group based upon the temporary differences within the entity.

Deferred taxes are provided on differences between financlai reportingand income tax bases of
accounting.The differences arise primarily from differing methods used to account for the allowance for
doubtful accounts,accruedexpensesand amortizationof intangibles and net operating losses.The
deferred income tax assets (liabilities) consist of the following:

Gross deferred income tax assets $ 505,000
Gross deferred income tax liabilities (666,000)
Valuation Allowance (324,000)

Net deferred income tax liabilities $ (485,000)

Included in deferred income tax assetsare federal and lowa net operatingloss carryforwards of
approximately $1,400,000 and $600,000 as of December 31, 2018.These loss carryforwards expire
through 2037.

During the year ended December31, 2018,the Company has a valuationallowance recordedagainstthe
portion of the deferred tax assets related to federal and state net operating loss carryforwards due to
uncertaintiessurroundingthe Company'sability to generatefuture taxable income.

The Parentand Companyfile income tax returns in U.S.federal jurisdiction and various statesas
necessary.With a few exceptions,the Parentand Companyare no longer subject to U.S.federal, state
and local tax examinationsby tax authoritiesfor years before2015.

Note 5. Property and Equipment

Property and equipment as of December 31, 2018 consistsof the following:

Fumiture and fixtures $ 879,438

Dewlopment fees 56,484
Accumulated depreciation (917,443)
Property and equipment, net $ 18,479
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Berthel Fisher & Company
Financial Services, Inc.
(A Wholly Owned Subsidiary of Berthel Fisher & Company)

Notes to Financial Statement

Note 6. Series A Cumulative, Convertible Preferred Stock

The Boardof Directorshas authorized50,000sharesof Series A cumulative,convertiblepreferredstock,
The preferred stock has preference in liquidation over the common stockholder. The shares earn a
cumulative six percent annual dividend.The dividendsare payable from net profits of the Companyand
willbe paidbefore any dividendsare paid to the commonstockholder.Unpaiddividends will accruein
arrears and become a liability of'the Company if net profits are insufficient to pay the stockholder.The
Series A stockholder may convert each of its shares of preferred stockinto one share of commonstock of
the Company,as subject to adjustment, from time to time, in accordance with the agreement.The
Company,by resolution of the Board of Directors, at any time, may redeem any outstanding preferred
sharesby paying the stockholder the considerationoriginally given plusall accrued and unpaiddividends.
in 2018, the Company deciared and paid $18,009 dividends on preferred stock.

Note 7. Net Capital Requirements

The Companyis subject to The Securities andExchange Commission (SEC) Uniform Net Capital Rule
(SEC Rule 15c3-1), which requires the maintenance of a minimumamountof net capitaland requiresthat
the ratio of aggregate indebtedness to netcapital, both as defined,shall not exceed 15 to 1.Rule 15c3-1
also provides that equity capital may not be withdrawnor cashdividends paid if the resulting net capital
ratio would exceed 10 to 1.The Company is also subject to the CFTC's minimum capital requirements
under Regulation1.17 of $45,000. The Company'sminimumnetcapitalamount is equal to the greaterof
its requirement under CFTC Reg 1.17or Rule 15c3-1. As of December 31,2018, the Company had net
capitaiof $2,163,248,calculated under Rule 15c3-1, which was $2,042,287 in excess of its required net
capitaiof $120,961.The Company'snet capital ratio was 0.84to 1.

In 2015, the Parent entered into a Forgivable LoanAgreement with the clearingbroker, National Financial
Services. The agreement requiresthe Companymaintainnetcapital in an amount that exceeds
$1,000,000.Inthe event the Companydoes not meet this requirement,it wiii not be deemed as a default
so longas the conditiondoes not occurmore than twice ina twelve-month period and is cured timely.

Note 8. Profft Sharing Plan

Substantiallyall employeesare coveredby the Parent'squalified profit sharingplan under Internal
Revenue Code Section 401(a), including a qualified cash or deferred aFrangement under Section 401(k).
The 401(k) pian provides a 3% non-elective safe harbor employer contribution.Eiigible employees
receive 3% of qualifying compensation.Each participant may elect to.defer compensation up to 60%.

Note 9. Commitments and Contingencies

in the normal course of business,the Company has been named a defendant/respondent in or party to
pending and threatened legal actions, including arbitrations,class actions,andother litigationbroughton
behalf of various claimants.Some of the claimantsseekmaterialand/or indeterminable amounts.Certain
of these actionsand proceedingsare based on alleged violationsof securities laws,consumerprotection
and other laws and may involve claims for substantial monetary damages asserted against the Company.

The Companyrecognizes a legal liability when managementbelieves it is probable that a iiability has
been incurred and the amountcan be reasonably estimated. Conclusions on the likelihood that a iiability
has been incurred and estimates as to the amountof the liability are based on consultations with General
Counseiof the Company who, when situationswarrant,mayengage andconsult external counseito
assistwith the evaluation and handle certain matters.Legal fees for defense costs are expensed as
incurred.The Companywiii continueto identify legal actionswhere the Companybelieves a material loss
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Berthel Fisher & Company
Financial Services, Inc.
(A Wholly owned Subsidiary of Berthel Fisher & Company)

Notesto Financial Statement

Note 9. Commitments and Contingencies (Continued)

to be reasonabiy possible and reasonably estimable.There can be no assurance that material losses will
notbe incurredfrom claimsthe Companyhas notyet been notified of or are not yet determinedto be
probable or reasonably possible and reasonableto estimate.

Management of the Company,after consultationwith counseland a reviewof available facts, believes the
Company has meritorious defenses and intends to vigorously defend itself against the legal actions
brought against the Company.Managementbelieves the resolution of thesevarious proceedings will
have no material adverse effect on the Company's financial condition, results of operations or cash flows
otherthan for amountsalreadyexpensed and recorded.
The Company maintainsE&O insurance to protect itself from potential damages and/or legai costs
associatedwith certainlitigationandarbitrationproceedingsand,as a result,in the
majority of cases,the Company's exposure is limited to applicable policy limitations, exclusions and
deductible levels based on products in any one case. If a claim is settied,and it is determined that the
settlement amountis due from the insurance carrier, the company records a receivable from the
insurancecarrier anda payment to the cialmant for the amountof the settlement.

Where available information indicates that it is probable that a liability has been incurredand the
Company can reasonably estimate the amountof that loss, the Company accrues the estimated loss by a
charge to net income. The Company accrued approximately$588,000 in accountspayable andother
accruedexpensesrelatingto these inatters. It is.possible someof the matters couldrequirethe Company
to make additional payments or estabilsh accruals in amounts that could not be estimated and/or could
exceed those accrued as of December31,2018.

The Company cannot reasonably estimate losses for legal actions that are in early stages of development
orwherethe plaintiffsseek indeterminatedamages.Numerousissues may need to be resolved, including
lengthy discovery tq determine important factual matters,and by addressing unsettled legal questions
relevant to the actions in question, before a loss or additional loss can be reasonably estimated. The
Companyhas receivedclaims rangingfrom $50 thousand to $7 million. Management,in consultation
with counsel,has determined that material losses are not probable for these claims and whatever loss
maybe incurred cannot be reasonably estimated at this time.

The Company also maintains a fidelity bond to protect itself from potential damages and/or legal costs
related to fraudulent activities pursuant to which the Company'sexposure is usually limitedto the
deductible per case, subject to policy limitations and exclusions.

Note 10. Financial Instruments and Fair Value

Off-balance-sheet risk and concentration of credit risk:

Customer transactionsare introduced to andcleared through clearing brokers. Under the terms of its
clearing agreement, the Company is required to guarantee the performance of its customers, in meeting
contracted obligations. Such transactions may expose the Company to significant off-balance-sheet risk
in the event marginrequirementsare not sufficientto fullycover lossesthat customersmay incur.In the
eventthe customerfails to satisfy its obligations,the Companymaybe required to purchaseor sell
financial instrumentsat prevailingmarket prices to fulfill the customer'sobligations.In conjunction with the
clearingbrokers, the Companyseeksto control the risks associated with its customeractivities by
requiring customers to maintain collateral in compliance with various regulatory and internal guidelines.
Compliance with the various guidelines is monitored daily and, pursuant to such guidelines, the
customers may be required to deposit additional collateral or reduce positions where necessary.
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Notes to Financial Statement

Note 10. Financial instruments and Fair Value (Continued)

The Company does not anticipate nonperformance by customers or its clearing brokers, in addition, the
Companyhas a policy of reviewing, as considered necessary,the clearing broker with which it conducts
business.

The Companymaintainsits cash in bankdepositaccountswhich, at times,may exceedfederally insured
limits.The Company has notexperienced any losses in such accounts and believes it is not exposed to
any significant credit risk on cash and cash equivalents.

Fair Value:

Thefoliowingtable presentsthe Company'sfairvaluehierarchyforthose assetsand liabilitiesmeasured
at fair value on a recurring basis as of December 31,2018:

FairValue Measurements Using

Quoted Prices in Significant Significant
Actie Markets for Other Observable Unobservable

identical Assets inputs inputs

Description Fair Value (Level 1) (Level 11) (Level 111)

Common stock $ 1,755 $ 1,755 $ - $ -

Moneymarketfund, included in cash and
cash equivalents 149,917 149,917 - -

$ 151,672 $ 151,672 $ - $ -

Note 11. Indemnifications

in the normalcourseof its business,the Companyindemnifiesandguarantees certain service providers,
suchas clearing and custody agents, trustees andadministrators,against specified potential losses in
connectionwith their actingas an agent of,or providingservicesto,the Companyor its affiliates.The
Companyalso indemnifiessome clients againstpotentiallosses incurred in the event specified third-party
service providers, including sub-custodians and third-party brokers, improperly execute transactions.The
maximum potential amount of future payments that the Company could be required to make under these
indemnificationscannot be estimated.However,the Companybeiievesthat it is unlikely it will have to
make material payments under these arrangements and has not recorded any contingent liability in the
financial statementsfor these indemnifications.

The Company provides representations andwarranties to counterparties in connection with a variety of
commercialtransactionsandoccasionallyindemnifiesthem againstpotential lossescaused by the
breach of those representationsandwarranties.The Companymayalso provide standard
indemnifications to some counterparties to protect them in the event additional taxes are owed or
payments are withheld, due either to a change inor adverse application of certaintax laws.These
indemnifications generally are standard contractual termsand are entered into in the normal courseof
business.The maximumpotentialamount of future paymentsthat the Companycould be requiredto
make under these indemnifications cannot be estimated.However,the Company believes that it is
unilkelyit will have to make materia¡paymentsunderthese arrangementsand has not recorded any
contingentliability in the financial statementsfor these indemnifications.


